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The  Illinois  Unemployment  Trust  Fund,  1939-1975 


Introduction 

This  report  gives  the  past  trends,  current  status  and  future  outlook 
of  the  Illinois  Unemployment  trust  fund.  The  past  trends  and  current  sta- 
tus are  shown  in  Tables  1,  2,  and  3-  Three  alternative  economic  assump- 
tions are  made  for  the  period  from  1973  through  1975,  and  are  set  forth 
in  Table  U.  The  resulting  future  values  of  the  fund  under  these  assump- 
tions are  developed  in  Tables  5 and  6.  Table  5 indicates  the  future 
values  of  the  fund  resulting  from  the  anticipated  receipts  and  expendi- 
tures. Table  6 shows  the  factors  determining  the  contribution  rates  and 
the  resulting  contributions  based  on  the  taxable  wages  assumed  in  Table  Ij. 

In  all  its  calculations  and  assumptions,  this  year's  report  includes 
the  effects  of  the  enactment  of  Public  Law  91-373,  the  idnployment  Security 
Amendments  of  1970.  This  act  provided  for  increases  in  the  number  of 
covered  workers  and  employers  and  in  the  taxable  wage  base.  It  also  in- 
cluded provisions  for  temporary  extensions  of  benefit  payments  in  times 
of  State  and/or  national  high  unemployment.  The  cost  of  the  extended 
benefits  is  shared  equally  by  the  Federal  and  State  governments.  The  1971 
Amendments  to  the  Illinois  Unemployment  Compensation  Act  made  these  pro- 
visions effective  in  Illinois  beginning  on  January  1,  1972. 

Past  Trends 

The  fund  had  declined  from  a high  of  $5lU  million  on  June  30,  1953 
to  a low  of  $316  million  by  June  30,  1959  (Table  1).  Improved  economic 
conditions  and  the  1959  amendments  to  the  Unemployment  Compensation  Act, 
caused  it  to  rise  to  $56U  million  as  of  June  30,  1967.  However,  the  very 
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low  contribution  rates  during  1967-1970  and  the  increase  in 
benefit  payments  in  1970,  1971,  and  early  1972  resulted  in  a 
reduction  of  its  balance  to  $235  million  as  of  June  30,  1972. 

Current  status  of  the  fund 

Oh  June  30,  1972  the  balance  of  the  fund  was  0.87  percent 
of  the  total  wages  covered  by  unemployment  compensation  in  the 
year  ended  December  31,  1971.  The  highest  benefit  cost  rate 
in  any  12-month  period  since  December  31,  1957  was  1.73  percent 
of  total  wages  for  each  of  the  12-month  periods  ending  with  Jan- 
uary 31  and  February  28,  1959.  The  balance,  expressed  as  a per- 
centage of  total  wages  was,  therefore,  as  of  the  end  of  fiscal 
year  1972,  just  over  0.5  times  this  historical  high  cost  rate. 

1/ 

According  to  the  report  of  the  Interstate  Conference  of 
Employment  Security  Agencies,  the  Illinois  trust  fund  balance 
as  of  January  1,  1971,  expressed  as  a percentage  of  the  total 
covered  wages  of  calendar  year  1970  was  the  lowest  of  all  fifty- 

y 

two  jurisdictions  in  the  nation.  Expressed  as  a multiple  of 

1/  Minutes  of  the  First  Meeting  of  the  Benefit  Financing  Commit- 
tee, Interstate  Conference  of  ifrnployraent  Security  Agencies, 
May  9-11,  1972,  Appendix  Table  1. 

2/  Puerto  Rico,  District  of  Columbia  -sid  the  50  States. 
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the  highest  cost  rate  of  the  12-month  periods  ending  in  Janu- 
ary and  February  of  1 959*  this  "reserve  ratio"  was  lower  than 
for  any  other  state  except  Michigan. 

During  1971  the  five  States  of  Maine,  Connecticut,  New 
Jersey,  Michigan  and  Washington  suffered  severe  recessions 
while  Illinois  was  relatively  fortunate.  Both  the  "reserve 
ratio"  and  "reserve  multiple"  continued  their  declines  in  Illi- 
nois, but  much  steeper  declines  in  these  measurements  occurred 
in  the  above  five  States.  As  a result,  Illinois,  though  even 
lower  in  its  reserve  measures  than  previously,  now  ranks  above 
only  these  five  States. 

Assumptions  for  the  future 

To  estimate  future  values  of  the  fund,  assumptions  were 
made  concerning  total  wages,  taxable  wages,  benefit  cost  rates, 
and  the  unadjusted  state  experience  factors  between  now  and  1975. 
The  values  of  these  items  over  the  past  years  as  shown  in  Tables 
1 and  2 served  as  useful  background  in  deriving  the  assumptions 
for  the  future.  Three  different  sets  of  assumptions  are  set 
forth  in  Table  h and  are  used  in  estimating  the  values  of  the 
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trust  fund  in  1973-75*  They  are  identified  as  follows: 

1.  Prosperity  in  197U 

2.  Mild  recession  in  197ii 

3.  Severe  recession  in  197U 

These  assumptions  are  not  predictions,  but  are  the  specific  values 
assigned  to  represent  broad  classes  of  economic  conditions.  They,  thus, 
describe  three  particular  types  of  economic  conditions.  They  do  not  cover 
all  possibilities  or  even  the  complete  range  of  possibilities.  Vhat  ac- 
tually happens  depends  on  how  closely  actual  unemployment  insurance  experi- 
ence conditions  match  the  assumed  conditions.  The  assumptions  are, 
nevertheless,  useful  in  identifying  sets  of  conditions  which  may  be  described 
as  prosperity,  mild  recession  and  severe  recession. 

Under  the  assumption  of  prosperity,  benefit  cost  rates  as  percentages 
of  total  wages  are  expected  to  be  considerably  below  the  1972  rate  (esti- 
mated as  0.73  percent)  after  1972.  Specifically  it  is  assumed  that  the 
cost  rate  will  be  O.69  percent  in  1973  and  0.£0  percent  in  197U  and  1975* 

Under  the  assumption  of  a mild  recession  in  197U>  the  benefit  cost 
rate  as  a percentage  of  total  covered  wages  will  be  0.80  percent  in  1973* 

will  rise  to  0.97  percent  in  197U,  and  will  drop  back  to  0.8£  percent  in 

1975  as  recovery  begins  (Table  U). 

Under  the  assumption  of  a severe  recession  in  197U,  the  benefit  cost 
rate  as  a percentage  of  total  covered  wages  will  be  0.82  peroent  in  1973, 

will  rise  to  1.70  percent  in  197U,  and  drop  back  to  1.30  percent  in  1975* 


The  recovery  is  thus  assumed  to  be  relatively  greater  than  in  a mild  re- 
cession. These  relative  rates  of  recovery  are  suggested  by  historical 
experience. 

Benefit  cost  rates  under  the  recession  assumptions  include  the  effect 
of  the  extended  benefits  provided  for  by  the  1971  Amendments  in  the  law, 
requiring  triggering  in  of  temporary  extended  benefit  periods.  Part  of 
the  additional  cost  of  the  extension  of  the  benefit  periods  will  be  borne 
by  the  federal  government.  All  these  factors  have  been  taken  into  con- 
sideration in  making  the  assumptions  in  Table  h» 

Future  values  of  the  fund 

The  changes  in  the  unemployment  trust  fund  during  the  period  from  Jan- 
uary 1,  1972  through  December  1975  (Table  5)  were  estimated  on  the  basis 
of  the  assumptions  of  Table  U. 

In  May  of  1972,  with  the  crediting  of  the  contributions  received  from 
the  first  quarter  assessments,  the  downward  trend  of  the  trust  fund  balance 
was  arrested  at  about  $179*5  million.  Contributions  for  this  period  reached 
a new  high,  as  the  average  contribution  rate  had  increased  from  0.9  percent 
for  1971  to  an  estimated  1.5  percent  for  1972,  and  there  was  a large  increase 
in  taxable  wages  resulting  from  the  combination  of  economic  expansion,  ex- 
tended coverage  and  a higher  taxable  wage  base.  By  July  31 > the  fund  balance 
for  June  30,  1972  was  $235»U  million  and  by  December  31 > 1972  the  preliminary 
balance  stood  at  $256. U million.  From  this  figure,  future  values  are  pro- 
jected, based  on  the  three  sets  of  economic  assumptions  referred  to  in  the 
preceding  section. 
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A further  increase  in  the  average  contribution  rate  to  2.3  percent  is 
anticipated  for  1973*  This  is  based  on  the  experiences  of  fiscal  years  1970, 
1971  and  1972.  In  t,he  "prosperity”  assumption,  the  rate  is  expected  to  in- 
crease to  2.5  percent  for  197U  based  on  fiscal  years  1971,  1972  and  1973  and 
then  drop  to  1.6  percent  for  1975*  This  would  be  the  first  decline  in  the 
average  contribution  rate  since  1968  when  it  reached  a low  of  0.27  percent. 

The  increasing  average  contribution  rate  and  the  decreasing  benefit 
cost  rate  associated  with  prosperity  will  result  in  increasing  trust  fund 
balances.  It  is  estimated  that  the  balance  will  be  $335*5  million  by  De- 
cember 31  f 1973 .♦  $5l8*8  by  December  31,  197U,  and  $58U.l  million  by  the 
end  of  1975*  By  June  30,  1975*  it  will  exceed  $li50,000,000,  and  if  the 
current  law  i3  unchanged,  the  automatic  adjustment  features  of  the  present 
formula  will  subsequently  reduce  contribution  rates  and  resultant  trust 
fund  balances. 

As  of  June  30,  1972  the  fund’s  balance,  expressed  as  a percentage  of 
total  covered  wages  for  the  12-month  period  ending  6 months  earlier  was 
0.87,  and  by  the  end  of  the  year  it  was  estimated  to  have  dropped  to  0.86. 
Under  th9  assumption  of  prosperity,  this  percentage  would  rise  to  1.00  by 
the  end  of  1973*  l.Lili  by  the  end  of  197U,  and  1.52  as  of  December  31,  1975* 
Expressed  as  multiples  of  the  highest  benefit  cost  rate  of  recent  years, 
these  percentages  equal  0.50  for  1972,  0.58  for  1973,  0.83  for  197U  and 
0.88  for  1975.  Thus,  when  the  reserve  ratio  is  still  less  than  the  highest 
recent  benefit  cost  rate,  the  formula  as  it  now  exists  in  law  would  effect 
a reduction  of  the  trust  fund  balance  because  of  the  current  adjustment 
base  of  $u50,000,000. 
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Under  the  mild  recession  assumption,  the  trust  fund  balance  will 
increase,  even  while  benefits  increase,  because  contributions  will  remain 
high.  As  of  December  31 ? 1973?  it  will  stand  at  $296.3  million.  At  the 
ends  of  197k  and  1975?  it  will  be  at  $321.2  and  $361.1  million  respectively. 
These  levels  expressed  as  percentages  of  total  covered  wages  of  the  pre- 
ceding fiscal  year  are:  1973?  0.90;  197k?  0.95?  and  1975?  1.03.  Expressed 
as  multiples  of  the  highest  benefit  cost  rate,  these  are  0.52,  0.55  and  0.60. 

Under  the  severe  recession  assumption,  only  the  high  contribution 
rates  resulting  from  the  experience  of  the  rate  determination  periods  for 
1973  and  197k  rate  years,  prevent  the  fund  from  becoming  insolvent.  Even 
so,  it  sinks  to  dangerously  low  levels.  As  of  December  31?  1973  it  stands 
at  $288. k million;  by  the  end  of  197k  it  is  at  $82.6  million;  and  by  Decem- 
ber 30,  1975  it  drops  to  $72.2  million.  As  percentages  of  total  covered 
wages,  these  balances  are  0.88,  0.25  and.  0.22  respectively.  As  multiples 
of  the  highest  recent  cost  rate  these  are  0.5l?  0.1k  and  0.13. 

Conclusion 

The  Advisory  Board  in  its  report  of  1959  said:  "In  making  the  recom- 
mendations set  forth  above,  the  Advisory  Board  is  cognizant  of  the  fact 
that  a fund  of  $k50,000,000  by  the  end  of  1961  is  a minimum  replenishment 
goal  in  view  of  the  heavy  demands  that  may  be  made  on  the  fund  in  the  event 
of  an  economic  setback  of  unexpected  severity.  The  Board  is  deeply  con- 
cerned over  the  possible  inadequacy  of  a $k5°?000,000  fund  in  the  event  of 
a recession  of  unforseen  dimensions.  Accordingly,  the  Board  suggests  the 
possibility,  if  unforseen  future  circumstances  deplete  the  fund  to  danger- 
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ously  low  levels,  of  applying  for  Federal  advances  under  the  Employment 
Security  Administrative  Financing  Act  of  19$U  (the  Reed  Act).” 

The  Interstate  Conference  of  Employment  Security  Agencies^/  suggests 
measuring  the  adequacy  of  the  trust  fund  balance  by  the  relationship  between 
it  and  the  total  covered  wages  for  the  12 -month  period  ending  six  months 
before.  It  further  advises  that  a desirable  level  for  this  "reserve  ratio” 
when  expressed  as  a percentage  should  equal  from  l.£  to  3*0  times  the  high- 
est 12 -month  benefit  cost  rate  in  recent  experience.  The  highest  such  cost 
rate  was  1.73  percent  reached  in  the  two  12-month  periods  ending  in  January 
and  February  1959*  The  present  reserve  in  the  fund  is,  and  will  remain 
under  all  three  assumptions  of  this  study,  when  expressed  as  a percentage 
of  total  wages  covered,  well  below  this  1.5  - 3*0  range  of  multiples  of 
1.73  percent  suggested  by  t,he  Conference. 

The  Illinois  Bureau  of  Employment  Security  has  repeatedly  pointed  out 
this  inadequacy  of  the  trust  fund.  It  has  made  several  suggestions  as  to  how 
this  condition  might  be  improved.  In  the  last  published  Study  of  February 
1971  it  pointed  out  that,  due  to  the  growth  of  total  wages  paid  in  covered 
employment,  the  goal  of  $U50,000,000  when  expressed  as  a percentage  of  total 
wages  had  been  sharply  reduced  since  1959*  Since  that  study,  the  reserve, 
measured  by  this  criterion,  has  sharply  declined  due  to  its  increased 
liability  resulting  from  both  the  extension  of  coverage  by  the  1971  Amend- 
ments to  the  Unemployment  Compensation  Act  ard  the  expansion  of  the  economy. 

3/  Interstate  Conference  of  Employment  Security  Agencies  Report  of  the 
Committee  on  Benefit  Financing,  September  1959 , pp*  22-23* 
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At  the  end  of  the  Fiscal  Year  1959?  the  fund's  balance  expressed  as  a per- 
centage cf  total  covered  wages  was  2.U8  percent,  or  1.U3  times  the  high  cost 
rate  reached  that  year.  This  multiple  decreased  during  I960  and  1961  reaching 
a low  point  of  1.31  as  of  June  30,  1961.  It  then  increased  until  it  reached 
1.77  on  June  30,  1966.  Since  then  it  has  continually  decreased  to  its  present 
low  level  of  0.50  as  of  June  30,  1972,  with  the  estimate  that  even  under  the 
assumption  of  prosperity  it  will  reach  only  0.87  by  June  30,  1975*  This  is 
still  well  below  the  range  of  1.5  - 3*0  suggested  by  the  Interstate  Conference. 

As  long  as  the  base  which  regulates  the  state  experience  factor  adjust- 
ment, and  to  which  the  fund  gravitates  as  a result  of  this  adjustment,  remains 
at  the  statutory  level  of  $U50,000,000,  the  Fund  will  continue  to  become  less 
and  less  adequate  as  total  wages  and,  therefore,  the  potential  liability  of 
the  Fund  increase.  As  the  1971  and  several  previous  Trust  Fund  Study  reports 
had  predicted,  a recession  in  1971?  following  a long  period  of  low  contri- 
bution rates  brought  about  by  long -continued  prosperity,  and  the  suppressing 
effect  of  the  $b50 ,000,000  base  on  fund  income,  did  bring  the  balance  in  the 
Fund  to  a dangerously  low  level.  That  the  Fund  did  not  fall  even  lower,  was 
due  to  the  combxned  effect  of  two  circumstances: 

1.  The  economic  contraction  of  1969-72  only  briefly  became  severe 
enough  to  be  labeled  a recession.  It  never  became  as  severe  as  that  identified 
by  our  "mild  recession"  assumptions.  Nevertheless,  it  was  of  long  duration  and 
followed  a long  period  of  prosperity  which  extended  from  1963  through  1968. 

This  long  period  of  prosperity  led  to  very  low  contribution  rates  during  the 
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prosperous  years  19 66,  1967  and  1968.  With  the  advent  of  the  long  business 
contraction  of  1969-72,  the  rates  began  to  climb  as  one  year  of  prosperity 
dropped  out  and  was  replaced  by  a recession  year  in  the  successive  rate  deter- 
mination periods  for  the  rate  years  197C,  1971,  1972  and  1973*  Even  under  the 
assumption  of  a severe  recession  in  197k,  this  rise  in  contribution  rates  will 
continue  through  197!?.  It  is  this  rise  in  contribution  rates  during  a period 
of  recession  which  kept  and  will  keep  the  Fund  from  falling  to  even  more  seriously 
low  levels. 

2.  The  second  circumstance  which  temporarily  kept  the  Fund  balance  above 
an  even  more  dangerously  low  level  was  the  extension  of  the  coverage  of  the  law 
to  additional  employers  and  workers,  and  the  increase  in  the  taxable  wage  base, 
effective  at  the  beginning  of  1972.  Together,  these  two  events  sharply  increased 
contribution  receipts  even  before  economic  expansion  became  significant . The 
beneficial  effect  of  these  changes  was  heightened  by  the  fact  that  practically  no 
new  liability  was  imposed  on  the  fund  by  them  until  late  in  1972,  after  the 
effects  of  economic  expansion  began  to  be  materially  noticeable.  These  saving 
factors,  however,  must  be  regarded  as  unique ; their  recurrence  in  the  ^uture 
cannot  be  predicted,  since  they  resulted  solely  from  changes  in  the  law. 

The  1965  Trust  Fund  Study  pointed  out  that  the  $U!?0,000,000  statutory  measure 
of  base  adequacy  will  not,  even  during  an  extended  period  of  prosperity,  permit 
the  accumulation  of  adequate  r esenres  to  avoid  sharp  increases  in  contribution 
rates  after  a recession.  The  experience  of  the  last  few  years  has  confirmed  this 
fact.  After  a long  period  of  prosperity  during  which  Illinois  contribution  rates 
were  the  lovrest  in  the  nation,  the  average  Illinois  contribution  rate  rose  sharply, 
for  1971,  again  for  1972,  and  still  again  for  1973*  The  sharp  fluctuation  of 
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Illinois  rates  over  the  years  is  shown  in  Table  3*  Comparison  with  the 
rates  for  the  United  States  as  a whole,  and  for  other  large  industrial 
states,  reveals  that  the  Illinois  rate,  which  was  long  the  lowest  or  close 
to  the  lowest,  is  rising,  even  with  special  statutory  adjustments,  rela- 
tively fast.  The  following  table,  prepared  by  the  Ohio  Bureau  of  Employ- 
ment Security  in  July  of  1972,  shows  contributions  as  a percent  ot  total 
wages  in  covered  employment  for  the  United  States  and  seven  industrial 
states  for  the  last  six  years.-'' 


1967 

1968 

1969 

1970 

1971 

1972 

United  States 

.86 

.76 

.68 

. 6JU 

.70 

.80 

Illinois 

.19 

.12 

.18 

.21 

.31* 

.63 

California 

1.58 

1.55 

1.31 

1.18 

1.20 

l.UO 

Massachusetts 

1.18 

1.16 

1.02 

.99 

1.10 

1.20 

Michigan 

.80 

.63 

.65 

.59 

.70 

l.UO 

New  Jersey 

1.05 

1.07 

.97 

1.0U 

1.10 

1.10 

Ohio 

.60 

.15 

.37 

.39 

.ho 

.70 

Pennsylvania 

1.10 

.78 

.73 

.65 

.80 

• 90 

For  two  of  the  six  years,  1967  and  1968,  Illinois  contributions  as  a 
percentage  of  total  covered  wages  were  lower  than  in  any  other  State  or 
jurisdiction.-^  For  1969#  only  Texas  had  a lower  rate  than  Illinois,  and 
for  1970,  only  Texas  and  Virginia.  For  1971,  however,  preliminary  infor- 
mation places  Illinois  between  UOth  and  50  th  among  the  52  jurisdictions 
(lst=highest,  52nd=lowest ),  and  for  1972  between  32nd  and  13rd.  Thus,  the 
relative  sharpness  of  the  rise  in  the  Illinois  average  contribution  rate  is 
dramatically  apparent.  Also  notable  are  the  lowest  rates  during  the  very 
good  years  of  1967  and  1968,  and  the  very  low  relative  rates  during  the 
whole  1963-70  period. 

U/  Figures  for  1971  and  1972  are  estimates  by  the  Ohio  agency,  except  for 
Illinois;  the  Illinois  1971  figure  was  computed  and  the  1972  figure 
estimated  by  the  Illinois  Bureau  of  Employment  Security. 

5/  Puerto  Rico,  District  of  Columbia  and  the  50  states. 
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The  1971  Trust  Fund  Study  reemphasized  suggestions  and  recommendations 
which  had  been  made  in  every  study  during  the  preceding  decade.  The  present 
study  reiterates  these  conclusions: 

1.  It  is  most  desirable  that  the  Trust  Fund  base  for  state  experience 
factor  adjustment  be  expressed  as  a percentage  of  total  covered  wages  be- 
cause any  fixed  dollar  amount  tends  to  become  inadequate  as  total  wages 
increase  over  the  years. 

2.  The  fund  balance  expressed  as  a percentage  of  total  covered  wages 
should  be  between  1.5  and  3 times  the  1.73  percent  benefit  cost  rate  of 
the  twelve  -month  periods  ending  in  January  and  February  1959* 

3.  The  funding  system  should  provide  for  countercyclical  financing. 

If  this  cannot  be  obtained,  due  to  problems  in  forecasting,  minimal  rate 
fluctuation  from  year  to  year  is  highly  desirable  from  the  viewpoint  of 
the  effect  on  the  economy  and  the  welfare  of  the  employer. 

li.  The  effectiveness  of  the  experience  rating  system  should  be  main- 
tained. 

Past  experience  with  respect  to  these  four  considerations  may  serve 
as  a guide  for  future  decisions.  As  of  June  30,  1959  the  $U50  million  base 
was  approximately  two  times  ( 2 . 0U ) the  highest  benefit  cost  rate  in  the 
preceding  decade.  After  the  provision  for  the  $[*50,000,000  base  became  law, 
contribution  rates  rose  to  a relatively  high  level.  In  spite  of  the  desira- 
bility of  countercyclical  financing,  contribution  rates  continued  relatively 
high  throughout  the  1961-62  recession,  and  remained  high  until  the  goal  was 
nearly  attained  on  June  30,  1961*.  ($Ui 0 million).  Experience  rating  was 
partially  ineffective.  When  contribution  rates  are  high,  there  is  an  increase 
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in  the  number  of  employers  whose  contributions  are  not  commensurate  with 
their  own  experience  with  unemployment  risk,  because  of  the  statutory 
ceiling  on  rates  (2.7  or  h percent).  The  burden  of  financing  the  program 
is,  to  that  extent,  shifted  to  other  employers. 

The  potential  liability  of  the  fund  has  increased  substantially  since 
1959.  This  is  evidenced  by  increases  in  the  number  of  covered  workers, 
total  wages,  and  the  average  weekly  benefit  amount.  The  increase  of  the 
number  of  covered  workers  by  about  10  percent  in  1972,  which  was  required 
by  the  new  Federal  Law,  further  extended  this  liability.  The  number  of 
covered  workers  had  risen  from  2.6  million  in  1999  to  3-2  million  in  1968 
and  remained  at  about  that  level  during  1969-71.  In  1972,  it  exceeded  3.6 
million.  Total  wages,  generally  recognized  as  a benchmark  of  potential 
liability,  increased  about  112  percent  from  $13.8  billion  in  1999  to  an 
estimated  $29.3  billion  in  Fiscal  Year  1972,  which  was  lower  than  that 
which  might  have  been  expected  if  full  employment  had  prevailed.  The 
average  weekly  benefit  amount  for  total  unemployment  rose  from  $30.70  in 
1999  to  about  $$U . U0  in  Fiscal  1972.  It  would  have  been  about  $9U.79  in 
that  fiscal  year-,  if  the  maximum  weekly  benefit  amounts  which  became  ef- 
fective February  6,  1972  had  been  in  effect  throughout  the  year. 

A further  indication  of  the  inadequacy  of  the  present  goal  for  the 
trust  fund  is  its  relation  to  the  highest  cost  rate  expressed  as  a per- 
centage of  total  wages.  In  1999,  the  $U90,000,000  goal  represented  about 
3.93  percent  of  the  total  covered  wages  of  the  preceding  year.  This  was 
about  2.0U  times  the  highest  benefit  cost  rate  experienced  during  the 
preceding  decade.  The  goal  now  represents  only  1.9U  percent  of  the  total 
covered  wages  of  Fiscal  1972.  This  is  considerably  less  than  the  percen- 
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tage  of  total  wages  paid  as  benefits  during  the  12 -month  periods  ending 
in  January  and  February  1959.  Thus  the  goal  does  not  equal  the  highest 
cost  rate. 

The  timing  of  any  change  in  the  goal  is  important  in  order  to  con- 
form effectively  with  the  guidelines  presented  above.  If  the  goal  is 
left  at  $U50  million,  it  will  become  even  less  adequate  as  the  potential 
liability  of  the  fund  increases.  The  longer  this  goal  exists,  the  greater 
is  the  likelihood  that  the  Fund  balance  will  fall  to  a dangerously  low 
level  during  a recession.  A recession  will  once  more  cause  a sharp  in- 
crease in  contribution  rates.  If,  on  the  other  hand,  the  goal  is  raised, 
rates  will  rise  more  gradually. 

For  these  reasons  it  is  desirable  to  raise  the  Fund  goal  to  a higher 
level,  to  be  used  in  the  determination  of  the  contribution  rates  for  197U 
and  thereafter.  The  most  desirable  goal  is  one  that  is  not  expressed  as 
a dollar  amount,  because  eventually  any  amount  so  established  will  become 
inadequate  as  total  covered  wages  grow;  the  goal  should  be  expressed  as 
a percentage  of  total  wages.  So  expressed,  it  should  equal  at  least  1.5 
times  the  highest  cost  rate  actually  experienced  since  1958.  As  of  June  30, 
1973 i the  achievement  of  such  a goal  would  have  required  a Fund  balance  of 
about  $831,000,000. 

An  immediate  unrestricted  change  to  such  a goal  would  bring  about  a 
steep  rise  in  the  average  contribution  rate.  To  limit  the  rise  to  more 
moderate  proportions,  it  may  be  desirable  to  attempt  to  reach  such  a fund 
goal  over  a three  year  period. 
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TABLE  2.  Benefits,  benefit  cost  rate,  state  experience  factor 
and  average  contribution  rate,  Illinois,  1939-1972  - Concl. 
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TABLE  3.  Average  employer  contribution  rate 
United  States,  Illinois  and  selected  industrial  states,  1938-1973 
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TABLE  3.  Average  employer  contribution  rate 
United  States,  Illinois  and  selected  industrial  states,  1938-1973  (Concluded) 
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TABLE  5.  Unemployment  trust  fund,-  Illinois^  1972-1975,  subject  to  assumptions  of  Table 
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rounding,  the  difference  between  successive  fund  balances  may  not  agree  exactly  with  the  difference  be- 
tween receipts  and  benefits. 

3/  As  defined  in  Table  1,  footnote  3,  the  "highest  cost  rate"  is  1.73  percent. 


TABI£  60  Estimation  of  contributions  for  1972-1975  in  Illinois  subject  to  assumptions  of  Table 
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limiting  effect  of  the  maximum  rates.  It  is  possible  that  the  average  contributions  for  197U  and  1975 
may  be  as  much  as  5 to  7 percent  lower  under  the  recession  assumptions. 


